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BACKGROUND

The Department of Health and Family Services (DHFS), in accordance with
Federal Internal Revenue Service (IRS) regulations, is required to report
certain payments in excess of $600 per calendar year.  A $50 penalty will be
imposed on DHFS for each failure to report the recipient’s correct taxpayer
identifications number (TIN) on an IRS 1099-MISC Form.  Reportable payments
(such as rents, medical or health care services, non-employe services, etc.)
have been recorded by placing a specified code in the “1099 Code Field” on the
detail line of the Invoice/Credit Memo Document (DMT-138).  Non-reportable
payments (such as rents to real estate agents, non-medical corporate services,
government agencies, payments for merchandise) did not need to be coded as
“1099 Reportable.”

POLICY

Effective for CY 1997, the WiSMART system will accumulate data from the
Substitute W-9 form and the payment voucher to generate the totals for the IRS
1099-MISC annual reporting.  Therefore, it will no longer be necessary to code
this information on the Invoice/Credit memo document (DMT-138).  The DDB and
CARS subsystems will still need to be maintained for 1099-MISC information
reporting.

PROCEDURE

1. A Substitute W-9, DMT-9013 (Attachment 1), Taxpayer Identification Number
(TIN) Verification Form is required from all vendors.  A Federal W-9 Form
(Attachment 2) will be accepted if sufficient information is provided for
the Bureau of Fiscal Services to add the vendor to the WiSMART vendor
table.  (Refer to Section 6 - Purchasing 2.0 - Vendor Procedure.)  The
Substitute W-9 Form is submitted to the Vendor Validation Coordinator for
set-up in both the FMS and WiSMART accounting systems.
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2. The 1099 reportable status will be determined by the vendor’s “Designation”
status on the Substitute W-9 form and the “Account Class Code” on the
payment voucher.  Based on the information reported in these two fields,
the WiSMART system will accumulate the necessary data to meet the IRS 1099
information reporting requirements.

Refer to the table below for some examples of how the 1099 reportable
status is determined.  For example, if a vendor reports its “Designation”
as a “Corporation” and the vendor’s invoice is for Medical Services, the
voucher would be coded to account class 27260.  Based on account class of
27260 and the vendor’s designation as a corporation, this payment would be
accumulated by the WiSMART System for 1099 reporting.  If the same vendor
provided professional services (account class 27400), the payment would not
be accumulated. (Please note:  the account classes and the designation
types listed below are examples, they are not all inclusive.)

1099 REPORTING
SAMPLES

DESIGNATION TYPES

ACCOUNT CORPOR- INDI- SOLE PRO- PARTNER-

CLASS DESCRIPTION ATIONS VIDUALS PRIETORS SHIPS

23200 RENTS (Office Space) NO YES YES YES
27400 PROFESSIONAL SERVICES NO YES YES YES
27447 HONORARIUMS/WITNESS FEES NO YES YES YES
27550 LEGAL SERVICES NO YES YES YES
27260 MEDICAL SERVICES YES YES YES YES
37420 EYE EXAMS-SAFETY GLASSES YES YES YES YES
33000 MISC SERVICES (NON-MEDICAL) NO YES YES YES

Generally, non-reportable payment types are payments made to vendors that are
designated corporations that do not provide medical services, payments made to
government entities, payments for merchandise, or payments of rent to real
estate agents.  All other vendor type payments would be reportable.  As
illustrated above, different types of payments made to different types of
vendors have different requirements to report.  The IRS revises their
reporting requirements annually.  The WiSMART 1099 Reporting System will
enable us to keep abreast of IRS revisions through annual updates to account
class codes.
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ATTACHMENTS

1. Substitute W-9 Form
2. Federal W-9 Form

REFERENCE

Purchasing 2.0 (New Vendor Procedure)

CONTACT

Sally A. Acuff, Chief
Special Services and Financial Statements
(608) 266-9576








